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with the correspondent’s own required 
reserve balances (if any), in a single 
commingled account at the Federal Re-
serve Bank in whose District the cor-
respondent is located, unless otherwise 
permitted by the Reserve Bank. The 
balances held by the correspondent in 
an account at a Reserve Bank are the 
property of the correspondent and rep-
resent a liability of the Reserve Bank 
solely to the correspondent, regardless 
of whether the funds represent the re-
serve balances of another institution 
that have been passed through the cor-
respondent. 

(3) Responsibilities of parties. (i) Each 
individual depository institution, U.S. 
branch or agency of a foreign bank, or 
Edge or Agreement corporation is re-
sponsible for maintaining its required 
reserve balance either directly with a 
Federal Reserve Bank or through a 
pass-through correspondent. 

(ii) A pass-through correspondent 
shall be responsible for assuring the 
maintenance of the appropriate aggre-
gate level of its respondents’ required 
reserve balances. A Federal Reserve 
Bank will compare the total reserve 
balance required to be maintained in 
each account with the total actual re-
serve balance held in such account for 
purposes of determining required re-
serve deficiencies, imposing or waiving 
charges for deficiencies in required re-
serves, and for other reserve mainte-
nance purposes. A charge for a defi-
ciency in the aggregate level of the re-
quired reserve balance will be imposed 
by the Reserve Bank on the cor-
respondent maintaining the account. 

(iii) Each correspondent is required 
to maintain detailed records for each 
of its respondents in a manner that 
permits Federal Reserve Banks to de-
termine whether the respondent has 
provided a sufficient required reserve 
balance to the correspondent. A cor-
respondent passing through a respond-
ent’s reserve balance shall maintain 
records and make such reports as the 
Board or Reserve Bank requires in 
order to insure the correspondent’s 
compliance with its responsibilities for 
the maintenance of a respondent’s re-
serve balance. Such records shall be 
available to the Reserve Banks as re-
quired. 

(iv) The Federal Reserve Bank may 
terminate any pass-through relation-
ship in which the correspondent is defi-
cient in its recordkeeping or other re-
sponsibilities. 

(v) Interest paid on supplemental re-
serves (if such reserves are required 
under § 204.6) held by a respondent will 
be credited to the account maintained 
by the correspondent. 

[45 FR 56018, Aug. 22, 1980, as amended at 45 
FR 58100, Sept. 2, 1980; 45 FR 81537, Dec. 11, 
1980; 46 FR 32430, June 23, 1981; 47 FR 44707, 
Oct. 12, 1982; 47 FR 55206, Dec. 8, 1982; 48 FR 
17335, 17336, Apr. 22, 1983; 51 FR 9635, Mar. 20, 
1986; 55 FR 50541, Dec. 7, 1990; 57 FR 38417, 
38427, Aug. 25, 1992; 61 FR 69025, Dec. 31, 1996; 
62 FR 34616, June 27, 1997; 62 FR 59778, Nov. 5, 
1997; 63 FR 15071, Mar. 30, 1998] 

§ 204.4 [Reserved] 

§ 204.5 Emergency reserve require-
ment. 

(a) Finding by Board. The Board may 
impose, after consulting with the ap-
propriate committees of Congress, ad-
ditional reserve requirements on depos-
itory institutions at any ratio on any 
liability upon a finding by at least five 
members of the Board that extraor-
dinary circumstances require such ac-
tion. 

(b) Term. Any action taken under this 
section shall be valid for a period not 
exceeding 180 days, and may be ex-
tended for further periods of up to 180 
days each by affirmative action of at 
least five members of the Board for 
each extension. 

(c) Reports to Congress. The Board 
shall transmit promptly to Congress a 
report of any exercise of its authority 
under this paragraph and the reasons 
for the exercise of authority. 

(d) Reserve requirements. At present, 
there are no emergency reserve re-
quirements imposed under this section. 

[45 FR 56018, Aug. 22, 1980] 

§ 204.6 Supplemental reserve require-
ment. 

(a) Finding by Board. Upon the affirm-
ative vote of at least five members of 
the Board and after consultation with 
the Board of Directors of the Federal 
Deposit Insurance Corporation, the 
Federal Home Loan Bank Board, and 

VerDate Nov<24>2008 13:29 Feb 06, 2009 Jkt 217036 PO 00000 Frm 00118 Fmt 8010 Sfmt 8010 Y:\SGML\217036.XXX 217036dw
as

hi
ng

to
n3

 o
n 

P
R

O
D

1P
C

60
 w

ith
 C

F
R



109 

Federal Reserve System § 204.7 

the National Credit Union Administra-
tion Board, the Board may impose a 
supplemental reserve requirement on 
every depository institution of not 
more than 4 percent of its total trans-
action accounts. A supplemental re-
serve requirement may be imposed if: 

(1) The sole purpose of the require-
ment is to increase the amount of re-
serves maintained to a level essential 
for the conduct of monetary policy; 

(2) The requirement is not imposed 
for the purpose of reducing the cost 
burdens resulting from the imposition 
of basic reserve requirements; 

(3) Such requirement is not imposed 
for the purpose of increasing the 
amount of balances needed for clearing 
purposes; and 

(4) On the date on which supple-
mental reserve requirements are im-
posed, the total amount of basic re-
serve requirements is not less than the 
amount of reserves that would be re-
quired on transaction accounts and 
nonpersonal time deposits under the 
initial reserve ratios established by the 
Monetary Control Act of 1980 (Pub. L. 
96–221) in effect on September 1, 1980. 

(b) Term. (1) If a supplemental reserve 
requirement has been imposed for a pe-
riod of one year or more, the Board 
shall review and determine the need for 
continued maintenance of supple-
mental reserves and shall transmit an-
nual reports to the Congress regarding 
the need for continuing such require-
ment. 

(2) Any supplemental reserve require-
ment shall terminate at the close of 
the first 90-day period after the re-
quirement is imposed during which the 
average amount of supplemental re-
serves required are less than the 
amount of reserves which would be re-
quired if the ratios in effect on Sep-
tember 1, 1980, were applied. 

(c) Earnings Participation Account. A 
depository institutions’s supplemental 
reserve requirement shall be main-
tained by the Federal Reserve Banks in 
an Earnings Participation Account. 
Such balances shall receive earnings to 
be paid by the Federal Reserve Banks 
during each calendar quarter at a rate 
not to exceed the rate earned on the se-
curities portfolio of the Federal Re-
serve System during the previous cal-
endar quarter. Additional rules and 

regulations maybe prescribed by the 
Board concerning the payment of earn-
ings on Earnings Participation Ac-
counts by Federal Reserve Banks. 

(d) Report to Congress. The Board 
shall transmit promptly to the Con-
gress a report stating the basis for ex-
ercising its authority to require a sup-
plemental reserve under this section. 

(e) Reserve requirements. At present, 
there are no supplemental reserve re-
quirements imposed under this section. 

[45 FR 56018, Aug. 22, 1980, as amended at 45 
FR 81537, Dec. 11, 1980] 

§ 204.7 Penalties. 

(a) Charges for deficiencies—(1) Assess-
ment of charges. Deficiencies in a depos-
itory institution’s required reserve bal-
ance, after application of the carryover 
provided in § 204.3(h) are subject to re-
serve deficiency charges. Federal Re-
serve Banks are authorized to assess 
charges for deficiencies in required re-
serves at a rate of 1 percentage point 
per year above the primary credit rate, 
as provided in § 201.51(a) of this chapter, 
in effect for borrowings from the Fed-
eral Reserve Bank on the first day of 
the calendar month in which the defi-
ciencies occurred. Charges shall be as-
sessed on the basis of daily average de-
ficiencies during each maintenance pe-
riod. Reserve Banks may, as an alter-
native to levying monetary charges, 
after consideration of the cir-
cumstances involved, permit a deposi-
tory institution to eliminate defi-
ciencies in its required reserve balance 
by maintaining additional reserves 
during subsequent reserve maintenance 
periods. 

(2) Waivers. (i) Reserve Banks may 
waive the charges for reserve defi-
ciencies except when the deficiency 
arises out of a depository institution’s 
gross negligence or conduct that is in-
consistent with the principles and pur-
poses of reserve requirements. Each 
Reserve Bank has adopted guidelines 
that provide for waivers of small 
charges. The guidelines also provide for 
waiving the charge once during a two- 
year period for any deficiency that 
does not exceed a certain percentage of 
the depository institution’s required 
reserves. Decisions by Reserve Banks 
to waive charges in other situations 
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